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RAILROAD DEFICIT REDUCTION
FUEL TAXES

Mr. CHAFEE. Unfortunately, | un-
derstand the conference agreement on
H.R. 2014 takes no action to equalize
the rate of deficit reduction fuel taxes
paid by the various modes of transpor-
tation. As the distinguished chairman
of the Finance Committee and | have
discussed, an obvious inequity cur-
rently exists which requires that rail-
roads pay a 5.55 cents-per-gallon fuel
excise tax, while all other modes of
transportation pay no more than 4.3
cents-per-gallon for this purpose. In
fact, by transferring deficit reduction
taxes paid by other transportation
users, including truckers which com-
pete with the railroads, into trust
funds for infrastructure improvements,
we exacerbate the current inequity.
Railroads continue to contribute to
deficit reduction, while their competi-
tors instead contribute to their own in-
frastructure.

If transportation is to be singled out
for deficit reduction, the burden of con-
tributing to a balanced budget should
be shared equally among all modes.
While | regret that no solution to this
problem was possible in this legisla-
tion, | hope you share my belief that
the fuel tax inequity imposed on the
Nation’s railroads must be remedied at
the earliest opportunity.

Mr. ROTH. As the Senator from
Rhode Island knows, | am deeply con-
cerned about the unfair situation faced
by railroads. While we were unable to
include a solution to this problem in
H.R. 2014, it is my hope that we will
have the opportunity to pursue such a
remedy as quickly as possible, perhaps
in the upcoming ISTEA reauthoriza-
tion legislation.

Mr. CHAFEE. Let me express my ap-
preciation to the Chairman, Senator
ROTH, for his interest in this important
issue. | look forward to working with
him on this matter during the upcom-
ing ISTEA legislation.

Senate

Mr. FAIRCLOTH. Mr. President, |
rise in strong support of the tax bill,
H.R. 2014.

Mr. President, this is a major tax cut
for the American people—more than
$90 billion in tax relief.

This is the largest tax cut for the
American people since 1981.

In terms of education, the provisions
are very significant. My legislative pri-
ority for this year has been a tax credit
for community college students of any
age to improve their job skills. On the
first day of this Congress, | introduced
S. 50, a bill to provide a $1,500 tax cred-
it for community college students.
Technology has brought about rapid
change in the workplace, and the need
to update one’s skills on a daily basis
is critical. | think the community col-
lege system is the best job training
program we have in this country.
North Carolina has been a leader in
education and in job growth. There is a
strong link between the two. The tax
bill will provide a 100-percent tax cred-
it for the first $1,000 of expenses for at-
tending a community college or the
first 2 years of college. It will provide
a 50-percent credit for of the next
$1,000. In sum, it’s a $1,500 tax credit for
all of America’s community college
students. | was a strong supporter of
this provision, and | am pleased it has
been retained and improved.

The legislation also provides an in-
terest deduction for student loans.
Under the bill, State prepaid tuition
plans will receive tax-free treatment.
And, the bill permits penalty free with-
drawals from IRA’s for education ex-
penses. All of these provisions will im-
prove our education system without
spending more money on bureaucrats
or Government programs.

For families, the bill has significant
tax relief. We have provided a $500 tax
credit for children under the age of 17.
For a family of four making $30,000—
this is a 50-percent tax cut. For a fam-
ily of four making $50,000, this is a 21-
percent tax cut.

Mr. President, this is major tax relief
for America’s working families. For
too many years, these families, work-
ing men and women have been the
backbone of America, going to work
every day, paying the mortgage, rais-
ing families, and paying their taxes
and their debts. The Government has
put a greater and greater tax burden on
them every year. This tax relief is long
overdue. In fact, it’s 16 years overdue.
Their last tax cut was 1981. There have
been plenty of tax increases in the in-
tervening years.

Mr. President, there are a number of
other positive items in this tax bill.
For example, the bill: Cuts capital
gains taxes; cuts the capital gains on
the sale of one’s home; provides greater
estate tax relief, particularly for small
family-owned businesses and farms; ac-
celerates the phasein of self-employed
health insurance tax deduction; and
provides a more generous IRA for at-
home spouses.

Mr. President, we should not lose
sight of the fact that the Republicans
have now controlled Congress for 3
years. We have finally overcome the
President’s opposition and cut taxes. In
1993, President Clinton passed the larg-
est tax increase in American history.
To me, this is a stark contrast in phi-
losophy. If the Senate was not in Re-
publican hands, we would be debating
the size of the tax hike, not the tax
cut. Although the White House has at
times tried to blur the differences, it
should not be lost on the American
public that wasteful Government
spending is going down, and taxes are
being cut for the first time in years.

The battle for greater tax relief does
not end here. The Tax Code has to be
simplified dramatically. Overall tax
rates are too high. Americans are
working until May just to pay taxes.
We need to set a protection into law
that not more than 25 percent of one’s
wages can be taken in taxes.

I can assure the Senate and my con-
stituents in North Carolina that 1 will
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continue my work for greater tax re-
lief.

Thank you, Mr. President, |
pleased to support this bill.

Mr. LAUTENBERG. Mr. President, |
rise in support of the conference report
on the tax reconciliation bill.

Mr. President, before | begin to dis-
cuss this legislation, let me take a mo-
ment to again congratulate the chair-
man and ranking member of the Fi-
nance Committee, Senator ROTH and
Senator MOYNIHAN, for their leadership
on this legislation. Both these distin-
guished Senators reached out to Mem-
bers on the other side of the aisle to
make this happen, and they deserve
enormous credit for their leadership.

Mr. President, | am supporting this
legislation for four primary reasons.
First, it will help ordinary, middle-
class families and especially their chil-
dren. Second, it will promote edu-
cation. Third, it will help clean up our
environment and promote economic de-
velopment. And, fourth, it's part of a
broader bipartisan agreement that will
balance the budget and prepare our Na-
tion for the 21st century.

First, Mr. President, this legislation
would provide valuable assistance to
middle-class families in the form of a
$500 tax credit for children under the
age of 17. This credit will help millions
of ordinary people who are raising
their children, working hard, and
struggling to pay their bills. For these
Americans, an extra $500 or $1,000 per
year can go a long way. And, so long as
our Nation can afford to provide this
relief in the context of a balanced
budget, | think it’s the right thing to
do.

Mr. President, | am especially
pleased that the child tax credit in-
cluded in this legislation will be avail-
able to lower income families who also
qualify for the earned income tax cred-
it, or EITC. This proved to be one of
the most contentious issues in the con-
ference, much to my surprise. Yet some
around here argued that providing di-
rect tax relief to police officers, nurses,
and teachers somehow amounted to
welfare. | never understood the logic of
that. But, fortunately, Democrats
made this a top priority. And, in the
end, these hard-working Americans
will be able to benefit from the child
tax credit.

Mr. President, the second major ele-
ment of this legislation is the section
that promotes education. The bill in-
cludes a $1,500 tax credit to help stu-
dents afford the first 2 years of college.
In addition, there’s a tax credit worth
up to $1,000 for those who want to pur-
sue additional education beyond that.

This latter benefit will be available
to adults of all ages. And it’s especially
important. In an increasingly techno-
logical age, education must be a life-
long process. And it’s something that
we should encourage and support.

Mr. President, the third major reason
why I’'m supporting this legislation is
that it includes new incentives to clean
up thousands of contaminated, aban-
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doned sites in economically distressed
areas. That not only will improve the
environment, but it will help encour-
age redevelopment of these areas,
known as brownfields. It’s a win-win
approach that will make a real dif-
ference for communities around our
Nation.

Mr. President, the final reason | am
supporting this legislation is that it's
part of the broad bipartisan budget
agreement that | helped negotiate with
leaders from both parties and the
President. That agreement will provide
several benefits outside the tax area
that we never could have achieved
without this broader compromise.

We’re getting $24 billion to provide
health care coverage for uninsured
children. We’re restoring disability
benefits for legal immigrants. We’'re
ensuring that 30,000 disabled children
don’t lose their Medicaid coverage.
We’re investing $3 billion to move peo-
ple from welfare to work. And the list
goes on.

None of these important advances
would have been possible without a
broad bipartisan agreement. And to get
that agreement, Democrats had to ac-
cept some significant new tax breaks
that we otherwise would have resisted.

Mr. President, I, for one, do not share
the faith of my Republican friends that
cutting taxes for rich Americans is the
ticket to economic growth. We’ve tried
trickle-down economics in the past.
And it’s proved not only unfair, but in-
effective in promoting the economy.

Most Democrats have a different ap-
proach, Mr. President. We like to focus
on tax cuts for ordinary Americans.
The people who work hard, raise their
kids, and who often have a hard time
keeping their heads above water.

In other words, Mr. President, rather
than showering tax breaks on the rich
and having that money trickle down,
we’d rather provide relief to ordinary
Americans, and allow those funds to
flow back up.

Fortunately, Mr. President, while
this bill does contain some new tax
breaks for the very wealthy, the bulk
of its benefits are focused on the mid-
dle class. The most expensive element
in the package is the child tax credit.
The next most expensive area is edu-
cation. Both of these types of tax relief
are targeted on people who really could
use the help.

Having said that, Mr. President,
there clearly are other provisions, such
as the capital gains rate cut and the
backloaded IRA, I'm concerned about
the costs of these new tax breaks, espe-
cially in the future. If it were up to me,
I would have done much more to con-
strain those costs.

But, Mr. President, these provisions
were necessary to reach the broader
agreement. There simply would not
have been a deal without them. And so,
on the whole, many on this side of the
aisle felt that this was the price we had
to pay to get the other benefits in the
budget agreement.

At least, Mr. President, the legisla-
tion before us does not include some of
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the more egregious proposals that
would have exploded the deficit in the
future.

But the bottom line, Mr. President,
is that, though it has real flaws, | am
going to support this legislation. And I
would encourage my colleagues to do
likewise.

No, it’s not perfect legislation. But
it’s part of a compromise that will do a
lot of good. It provides significant tax
relief to middle-class families. It will
help millions of Americans afford col-
lege. It will encourage millions of oth-
ers to pursue their educations through-
out their lives. It will lead to the
cleanup and redevelopment of many
abandoned sites around our nation.
And it’s part of a bipartisan plan that
will balance the budget and prepare our
Nation for the next century.

Mr. SPECTER. Mr. President, I am
pleased to vote in favor of the Tax-
payer Relief Act, which will provide
the first significant tax cut to working
Americans in 16 years.

Although | still believe that we
ought to move to a system of a fairer,
flatter tax without myriad exemptions
and deductions, this bill represents an
important first step toward relieving
the tax burden on working Americans
and families. This tax bill provides a
net tax reduction of $96 billion over 5
years while remaining on a glide path
toward a balanced budget.

Specifically, | am pleased that the
final package includes a $500 per child
tax credit, tax incentives for edu-
cation, including education IRA’s, a
modified Hope Scholarship and tax free
treatment of State prepaid tuition
plans. It also takes important steps to-
ward expanding participation in IRA’s,
a reduction in the capital gains tax and
AMT, and incentives for small business
by reinstatement of the home office
business deduction and an acceleration
in the phase in of the self-employed
health insurance deduction.

On estate taxes, an area where | have
long believed that we must have relief,
this bill would help family farmers and
small businesses by increasing the ex-
clusion to $1.3 million. It would also in-
crease the exclusion for families to $1
million over 10 years.

In conclusion, Mr. President when
combined with the budget savings bill
passed earlier today, we have made real
progress on putting our financial house
in order and providing necessary tax
relief to millions of Americans.

REPEAL OF LIMIT ON SEC. 501(C)(3) BONDS

Mr. MOYNIHAN. Mr. President, one
provision of H.R. 2014 would repeal the
$150 million limit on section 501(C)(3)
bonds. This is a change | have long
sought, and | am grateful for my chair-
man’s support for this change. It is my
understanding that the intention of the
provision is that bonds that meet the
requirements of the bill will be eligible
for tax-exempt treatment without
being subject to the $150 million limi-
tation. Furthermore, these bonds will
not be taken into account with respect
to other qualified section 501(C)(3)
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bonds that are subject to the $150 mil-
lion limitation, which bonds may con-
tinue to be issued on a tax-exempt
basis to finance and refinance expendi-
tures as permitted under existing law.

Mr. ROTH. | agree with the Senator’s
interpretation of this provision of the
bill.

Mr. ALLARD. Mr. President, I must
admit that | was less than pleased with
the spending portion of the budget rec-
onciliation package. | regret that | was
unable to give that section my support.
Unfortunately, we failed to address the
problem of growth in entitlement
spending. We passed on making some
needed reforms to the Medicare sys-
tem. We owe our children and grand-
children much more, Mr. President. |
am much more pleased with the tax
portion of the budget reconciliation
package. One of my primary goals has
always been to reduce the tax burden
on hard-working Americans. | am
proud to say that we will take a step
toward this goal today. For the first
time in 16 years, we give the American
people a measure of tax relief. | am es-
pecially pleased that we are taking
steps to reduce two of the most oner-
ous and economically harmful taxes—
the capital gains tax and the death tax.

Mr. President, with this act today,
we will move in the direction of pro-
tecting family farms and businesses
from Uncle Sam’s grasping arms.
Under current law, many family farms
and small businesses have to be sold off
just to pay the taxes on the founder’s
estate. This is tragic and irresponsible.
But today, we will change that law to
allow estates containing small busi-
nesses and family farms to deduct the
first $1.3 million of the value of the es-
tate. This change in death tax law is a
good step in the right direction, al-
though | must emphasize that it is
only a first step. No family owned busi-
ness or farm should have to be sold to
pay death taxes. | will continue to
fight to see that no family owned busi-
ness is ever again the victim of the
Federal Government’s insatiable appe-
tite for more money.

We also make some good progress in
the area of capital gains tax relief in
this bill. Under current law, the U.S.
has one of the highest capital gains tax
rates in the world. These high rates
have the perverse effect of punishing
those who help our economy to grow by
saving and investing and they raise the
cost of capital, thereby Ilowering
growth in productivity. With this bill
today, we will reduce this economi-
cally harmful tax.

Although we did not get the indexing
provisions that | championed, most in-
vestors will get a reduced rate of 18
percent if they hold an asset purchased
after 2000 for more than 5 years. Low-
income investors will be charged an
even lower rate of 8 percent for long-
term investments. In addition, we are
reducing the rate on all capital. Most
taxpayers will now be charged a 20 per-
cent rate and those in the lowest in-
come bracket will only have to pay 10
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percent. The 43 percent of Americans
that now invest in stocks in one form
or another will benefit from these pro-
visions.

Mr. President, | am pleased with
these steps that we are taking today to
reduce these economically harmful and
unfair taxes, and I am proud to say
that | will support this portion of the
budget reconciliation package. | look
forward to working with my colleagues
in the future to enact further tax re-
duction measures that will help our
family farms and small businesses.

Mr. HUTCHINSON. Mr. President,
the United Kingdom deregulated its
electric utilities in 1990. There is now a
central power pool. Power stations
with capacities of over 10 megawatts
are ordinarily required to sell all elec-
tricity generated into the pool. Con-
sumers buy from the pool or from re-
gional electric companies that buy
from the pool

Thus, for example, if an independent
generator wanted to build a power sta-
tion to supply electricity to an oil re-
finery in England, it might lease land
from the refinery and build the power
station. However, a direct sale of elec-
tricity to the refinery would not be
permitted. The generator would sell
electricity to the pool, and the refinery
would buy from that pool. The pool
prices change each half hour based on
demand and supply and, therefore, fluc-
tuate frequently.

The refinery will want protection
against  price fluctuations. Con-
sequently, it will enter into a contract
for differences with the generator. The
parties will agree on a schedule of fixed
prices that the generator would have
charged had the generator been free to
make a direct sale. When the pool price
exceeds the agreed price in the sched-
ule, the generator will pay the refinery
the difference. The refinery will pay
the generator the difference when the
pool price is less. Thus, the differences
contract is a way for both parties to
buy certainty. The generator is certain
of his revenue stream. The refinery is
certain of how much electricity will
cost over an extended period. It is a
hedging agreement.

It my understanding that the rel-
evant provision in the bill does not
turn payments under such differences

contracts into subpart F income.
Would the Chairman clarify this under-
standing?

Mr. ROTH. The legislation is not in-
tended to affect arrangements which do
not constitute notional principal con-
tracts under present law. In addition,
the legislation is not intended to
change the treatment of notional prin-
cipal contracts entered into as part of
a hedging arrangement referred to else-
where in section 954.

Mr. HUTCHINSON. |
Chairman.

thank the

AMTRAK
Mr. McCAIN. Mr. President, the con-
ference agreement to H.R. 2014 includes
a provision to provide Amtrak up to
$2.3 billion during the next 2 years.
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This funding provision would be pro-
vided in the form of tax credits. While
I have already made my concerns
known regarding this provision, | note
that it would require enactment of re-
form legislation prior to the Treasury
providing these credits to Amtrak.

As Chairman of the Senate Commit-
tee on Commerce, Science, and Trans-
portation, which has jurisdiction over
Amtrak, | would like to ascertain for
the record what the authors of this tax
credit provision envision would con-
stitute reforms. Since | was not a con-
feree, | would appreciate the majority
leader clarifying this matter and ex-
plaining the conferees intent.

Mr. LOTT. | would be happy to offer
clarification to the Chairman of the
Amtrak authorizing Committee. As
members know, we have spent signifi-
cant congressional time working to de-
velop comprehensive Amtrak reform
and reauthorization legislation. As
Members further know, | worked for 2
years on a bipartisan reform package
in the 104th Congress. Senator
HuTcHISON has picked up this legisla-
tion effort and has worked diligently to
advance the process. However, we can-
not justify new Federal subsidies for
Amtrak unless we also fix the many
impediments imposed by statute which
prevent Amtrak from operating like a
business. Comprehensive reforms in the
areas of Amtrak operations, labor, and
liability must be enacted if we are seri-
ous about addressing Amtrak’s finan-
cial crisis. Amtrak cannot survive
without these fundamental changes.
Money alone will not address Amtrak’s
systemic problems.

Mr. McCAIN. | thank the majority
leader for his comments. From your de-
scription, the reforms you envision to
release this new funding for Amtrak
are the type of reforms included for in
S. 738, the Amtrak Reform and Ac-
countability Act of 1997. That bill,
sponsored by the Chairwoman of the
Surface Transportation and Merchant
Marine Subcommittee, Senator
HUTCHISON, was approved by the Com-
merce Committee on June 26, 1997. |
note that the sponsor of S. 738 is on the
floor. 1 would like to ask what her in-
tentions are for moving that bill.

Mrs. HUTCHISON. Thank you. | had
hoped we would be able to accomplish
the necessary Amtrak reforms within
the context of this tax bill. | believe
that Members of the Senate from both
parties were prepared to do that. Given
that Amtrak has warned us it could
reach bankruptcy by the spring of 1998,
the reforms embodied in S. 738, which
include labor reforms and limits on li-
ability, are simply critical. | am com-
mitted to moving S. 738 as soon as pos-
sible after the August recess. The
Chairman of the House Transportation
and Infrastructure Committee shares
my commitment to provide honest leg-
islative reforms in order to release the
tax credits to Amtrak. | hope the ma-
jority leader will work with me to as-
sure timely floor action.
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Mr. LOTT. | look forward to having
the full Senate consider the authoriza-
tion legislation reported by the Senate
Commerce Committee and will be
happy to work with the Senator.

Mr. McCAIN. | thank the majority
leader and Senator HuTcHISON for clari-
fying this issue. The reform language
in this tax bill linked to the release of
tax credits clearly means comprehen-
sive, substantive, meaningful reforms
to ensure Amtrak operates more effi-
ciently and to set up a process that
will protect taxpayers if Amtrak does
not meet its financial goals. Let there
be no misunderstanding. There will be
no new funding provided to Amtrak
until we first enact legislation provid-
ing operational, labor and liability re-
forms. The hard working men and
women whose tax dollars are subsidiz-
ing Amtrak deserve to have their con-
tributions invested as responsibly as
possible. | stand ready to work with
the majority leader and the sub-
committee chairman to bring this re-
form measure before the full Senate.

Mr. THURMOND. Mr. President, |
rise to support the Tax Relief Act of
1997. | commend the Finance Commit-
tee and the leadership, along with the
Budget Committee, for their hard
work.

This bill, along with the Balanced
Budget Act of 1997, fulfills our promise
to the American people—to restrain
Government spending, and to bring Tax
Relief to the American people.

This tax reduction act has some tax
relief for all Americans, at all stages of
life. The child tax credit will boost the
family budget for parents with chil-
dren.

Homeowners, and others with capital
assets will benefit from the capital
gains tax reduction. The education pro-
visions will encourage savings and as-
sist all students. The bill has provi-
sions for savings and investment, and
for businesses. This will encourage eco-
nomic growth and promote employ-
ment. Finally, there are estate tax re-
forms which will help preserve family
businesses and farms.

Mr. President, this Nation has waited
too long for a balanced budget—nearly
30 years; and it has been 16 years since
we have delivered any significant tax
relief. These measures passed today
keep us on the track of smaller govern-
ment and a strong economy.

I am proud to support this measure,
because it is good for the people of
South Carolina and good for the Na-
tion. It is a good down payment toward
a simpler, fairer, and less burdensome
tax system.

Finally, Mr. President, these two
bills put us on course to fiscal respon-
sibility. We must continue to keep
spending within the limits of our re-
sources, and begin to reduce the na-
tional debt. We owe no less to our chil-
dren and grandchildren.

Mr. ENZI. Mr. President, | rise in
support of H.R. 2014, the conference re-
port on tax relief. Through this tax
package, we can give the American
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people the first serious tax reduction
package in 16 years. This legislation
provides tax relief to families with
children, it offers greatly needed relief
for small business, and it encourages
education and investment. Finally this
legislation gives some relief to individ-
uals and small businesses from the pu-
nitive Federal death tax. I commend
the Chairmen of the Finance and Budg-
et Committees and the other conferees
for their hard work on this package.
We must realize that we still have a
long journey ahead in relieving the tax
burden on American taxpayers and in
simplifying the cumbersome tax code.

Mr. President, our tax burden in this
country is overwhelming. We tax in-
come, we tax investment, and we tax
savings. In fact, we have pretty well
figured out a way of taxing a person
from the time he gets up in the morn-
ing to the time he goes to bed. From
the time you wake up in the morning
and have your first cup of coffee, you
are paying sales tax. When you get in
your car and drive to work, you are
paying gasoline tax. As you work all
day to support your family, you are
also supporting the Government by
paying income tax. When you go home
and spend time with your family and
finally go to bed, you are paying prop-
erty tax. If you decide to make a tele-
phone call or turn on the light switch,
you get taxed for that too. This tax-
ation on almost all your daily activi-
ties goes on your entire life and to add
insult to injury, we even tax you when
you die. It is a tragic situation in this
country when most people spend more
money on taxes than they spend on
food, clothing, and shelter combined. It
is time that we relieve this tax burden
on our Americans.

Just as our tax burden is too high,
our Tax Code is frustratingly complex.
Like a critically-ill patient, the Inter-
nal Revenue Code is in desperate need
of surgery. We have continued to oper-
ate our Tax Code with layer after layer
of bandages while ignoring the gasps of
the dying patient beneath. This com-
plexity has often left even the profes-
sional tax preparers in a quandary
about the meaning of the myriad of
code provisions and revenue regula-
tions. When even the experts cannot
understand our Tax Code, it is time for
meaningful reform.

I had the pleasure of conducting a
small business committee field hearing
in Casper, WY, this past April in order
to find out the concerns facing many of
our small businesses. One of the con-
sistent messages | received from the
hearing was that the complexity of our
Tax Code is strangling small busi-
nesses. Even the representatives from
the accounting profession testified that
our Tax Code is in desperate need of
simplification. They are concerned
about their own liability because they
cannot even count on representatives
of the Internal Revenue Service to un-
derstand the Tax Code they attempt to
enforce. 1 have found that many of
these accountants are reluctant to sim-
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plify the code, however, because every
time we’ve attempted to simplify the
Tax Code, we have ended up raising
taxes. We in Congress must begin by
reevaluating our tax policy. We will be
able to accurately chart our course
only if we know where we are going.

This conference report takes an im-
portant step in lessening the tax bur-
den on individuals and small businesses
alike. This tax package provides broad-
based tax relief for America’s families.
The $500-per-child tax credit would pro-
vide over $70 billion in tax relief for
families over the next 5 years. The
child credit has long been championed
by the Republican Party as a means of
helping in the evergrowing cost of rais-
ing families. Our Tax Code has failed
miserably to keep up with the ever-
growing demands of raising children.
The current exemption for dependent
children is less than one-half what it
should be to keep pace with inflation.
Many of America’s families have two
parents working with one working to
pay the bills and the other working to
pay the taxes. We should be working to
strengthen our families in any way we
can, and this credit will help in that ef-
fort.

Mr. President, this package moves us
a step closer to the eventual repeal of
the punitive death tax. This is an area
| have taken a special interest in since
the Federal death tax adversely im-
pacts a large number of small busi-
nesses and farms in Wyoming. The
death tax punishes people who work
hard their entire lives in order to pass
something on to their children. This
bill increase the exemption for individ-
uals and provides for a $700,000 exclu-
sion for family owned businesses. This
exclusion was an important priority for
me. | joined several of my colleagues in
urging the conferees to include a provi-
sion which excludes the death tax for
family businesses and farms. We need
to build on this foundation and work
toward an eventual repeal of the Fed-
eral death tax.

Mr. President, this bill gets us closer
to leveling the playing field between
small businesses and their larger com-
petitors. Most notably, it accelerates
the phase in for the deduction of health
insurance for the self-employed and it
reinstates the home office business de-
duction. As a small businessman my-
self, | was pleased to see some tax re-
lief going to those who form the back-
bone of our economy.

This legislation also encourages edu-
cation by providing tax credits for tui-
tion and expenses for college and tech-
nical school training as well as tax de-
ductions for the interest on student
loans. These tuition tax credits will
provide the means for many students
to pursue a college education or re-
ceive technical training. The tax de-
duction for individuals who have al-
ready invested in college or graduate
education provide tax relief for one of
the largest investments many people
will make in their lifetime.

Mr. President, this package makes
important strides toward encouraging
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Americans to save and to invest for
their future. We currently have a dan-
gerously low savings rate in this coun-
try, and this is due in large part to our
current tax structure which not only
taxes income but it taxes savings. This
bill expands the availability of tax-free
Individual Retirement Accounts to in-
clude nonworking spouses and it cre-
ates a new ‘‘super IRA” the proceeds of
which can be withdrawn tax-free for
purposes such as first time home pur-
chases.

We also provide relief for investment
by providing for long-overdue capital
gains relief. This bill cuts the top cap-
ital gains rate from 28 percent to 20
percent and reduces the 15 percent rate
to 10 percent for assets held longer
than 18 months. This reduction of the
capital gains rate will benefit millions
of Americans. A news report just this
week showed that nearly one-half of
Americans have some current invest-
ment in the stock market. Many com-
panies have allowed their employees to
invest in their future by buying stock
in the company. Many of these employ-
ees have counted on this investment
for retirement. This package provides
relief for people who have planned
wisely for their future.

Mr. President, | support his tax relief
proposal because | believe we need to
return some of the Americans’ money
back to them this year. This legisla-
tion will return over $90 million to
those who have paid the taxes. It has
been far too long since Congress has
passed a tax relief package for the
American families and small business,
and | applaud this effort. We must not,
however, believe that our work is done.
Rather, it has just begun. We must now
focus our attention and effort on the
reducing the enormous complexity of
the Internal Revenue Code. We need to
set our sights on the clearly defining
our Nation’s tax policy, and then mus-
ter the reserve to implement our goals
with simplicity and fairness. As the
only accountant in the U.S. Senate, |
fully realize the need of reforming a
tax code so that it strengthens fami-
lies, encourages enterprise and thrift,
and rewards savings. | look forward to
working with my colleagues in this
most important endeavor.

| thank the Chair and yield the floor.

TAX INCENTIVES THAT PROMOTE FORESTLAND

CONSERVATION

Mr. GREGG. Mr. President, | am very
pleased that the Senator from Dela-
ware [Mr. RoTH], included language in
this tax bill, H.R. 2014, the Revenue
Reconciliation Act, which promotes
land conservation through the use of
conservation easements and allowing
the postmortem election of these ease-
ments. Still, | believe that more must
be done in the future to ensure that
forestland, especially in the Northeast,
is preserved. This issue is of particular
importance in the Northeast, where 85
percent of our forestland is in private
ownership.

Mr. LEAHY. Mr. President, | agree
with the Senator from New Hampshire,

CONGRESSIONAL RECORD —SENATE

and | intend to work with him in a bi-
partisan manner to promote land con-
servation by pushing forward the rec-
ommendations made by the Northern
Forest Lands Council in 1994. As high-
lighted in S. 552, the Forestland Preser-
vation Tax Act, certain tax polices
work against the long-term ownership
and management of forestland and in-
stead force landowners to sell or
change the use of their land. H.R. 2014
begins to address this program with
the provisions for conservation ease-
ments and estate tax relief for small
businesses and family farms. In the
Northeast, the timber production is
part of our agriculture and faces many
of the same challenges as family farms.

Mr. ROTH. | agree with both Sen-
ators and look forward to working with
both of you on these issues in the fu-
ture.

CHILD HEALTH PROVISIONS

Mr. MOYNIHAN. Mr. President, |
would like to enter into a colloquy
with Chairman RoTH to clarify the con-
ference agreement as it relates to the
children’s health initiative. First, the
issue of what benefits must be provided
to children has been very important to
us in this Chamber, on both sides of the
aisle. Under the conference report, a
State covering children under the new
title XXI must offer at least the cov-
erage listed under the options specified
in section 2103(a). Do these options es-
tablish floors or ceilings?

Mr. ROTH. These four options are
floors. States are given flexibility to
design their programs, while meeting
the standards of section 2103(a). States
may also build upon the benchmark
packages. With grant funds, States, if
they wish, may provide additional ben-
efit coverage, but they must provide at
least the coverage described in section
2103(a). For example, a State may sup-
plement the benchmark-equivalent
package of the standard Blue Cross/
Blue Shield plan for Federal employees
by expanding vision, dental, and hear-
ing services benefits.

Mr. MOYNIHAN. Another benchmark
is the coverage for State employees. It
is my understanding that this bench-
mark coverage is equivalent to the
health benefit plans in which State em-
ployees are enrolled. Is that correct?

Mr. ROTH. Yes, this benchmark al-
lows States to provide children with
coverage benefits equivalent to the
health benefit plans that enroll State
employees.

Mr. MOYNIHAN. Another clarifica-
tion. Is it intended that children, in-
cluding those with special needs, re-
ceive quality care?

Mr. ROTH. The conferees expect
State programs to provide access to ap-
propriate treatment for special needs
children. In addition, the new legisla-
tion is clear that children who are eli-
gible for Medicaid under current law
may not be shifted to the new program
under title XXI. Medicaid coverage
may not be rolled back and replaced by
new insurance programs. For example,
the new program cannot replace an ex-
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isting medically needy program for
children or existing Medicaid eligi-
bility through waivers for children re-
ceiving home and community based
care.

Mr. MOYNIHAN. | thank the distin-
guished chairman of the Finance Com-
mittee for his helpful remarks. 1 would
also emphasize that, in the Finance
Committee, members on both sides of
the aisle strongly agreed that these
child health grants should not supplant
current State spending, and instead
would supplement and enhance current
State child health insurance programs.
The conference report included such
maintenance of effort provisions. To
ensure a cost-effective grant program,
Federal funds should not replace exist-
ing State spending.

Mr. NICKLES. Mr. President, the
chairman of the Senate Finance Com-
mittee has worked closely with me on
a provision in this bill to clarify the
application of section 168(j) of the In-
ternal Revenue Code to Indian lands in
Oklahoma.

Section 168(J) was enacted in 1993 to
provide accelerated depreciation for
property placed in service on Indian
reservations. Since Oklahoma has no
formal reservations, the House of Rep-
resentatives included a provision in
their tax bill to clarify that lands in
Oklahoma within the jurisdictional
area of an Oklahoma Indian tribe and
eligible for trust-land status would
qualify for section 168(j).

As the chairman knows, the Senate
receded to the House provision in con-
ference. However, since the House
leaves the interpretation of the provi-
sions to the U.S. Department of the In-
terior, | believe it is essential that we
clarify congressional intent.

There needs to be a ““bright-line’” test
for determining which Oklahoma lands
qualify for section 168(j) in order to
treat Oklahoma fairly compared to
other States and to avoid costly litiga-
tion. The Department of the Interior
has indicated that “‘lands in Oklahoma
within the jurisdictional area of an
Oklahoma Indian tribe”” would be de-
fined as lands within boundaries of the
last treaties with the Oklahoma tribes.
This definition narrows the land area
compared with current law by elimi-
nating the unassigned lands.

Because | believe it is important that
we clarify this matter, does the chair-
man of the Senate Finance Committee
concur with my explanation?

Mr. ROTH. The Senator from Okla-
homa is correct. I thank the Senator
for his cooperation on this issue.

Mr. DOMENICI. Mr. President, pursu-
ant to section 313(c) of the Budget Act
I submit the following list of extra-
neous material for H.R. 2014, the Tax-
payer Relief Act of 1997.

There being no objection, the mate-

rial was ordered to be printed in the
RECORD, as follows:
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EXTRANEOUS PROVISIONS—CONFERENCE REPORT ON
H.R. 2014—TAXPAYER RELIEF ACT OF 1997

Provision Comments/Violation

Sec. 901 ... Deposit general revenue portion of highway motor fuels
taxes into highway trust fund. Byrd rule (b)(1)(A): Pro-
duces no change in outlays or revenues.

Require study of feasibility of moving collection point for
distilled spirits excise tax. Byrd rule (b)(1)(A): Produces
no change in outlays or revenues.

Codify BATF regulations on wine labeling. Byrd rule
(b)(1)(A): Produces no change in outlays or revenues.
Delay penalties for failure to make payments through
EFTPS until after 6/30/98. Byrd rule (b)(1)(A): Produces

no change in outlays or revenues.

Modification of empowerment zones and enterprise com-
munities criteria in the event of future designations of
additional zones and communities. Byrd rule (b)(1)(A):
Produces no change in outlays or revenues.

Combined employment tax reporting five-year demonstra-
tion project for Montana. Byrd rule (b)(1)(A): Produces
no change in outlays or revenues.

Dedicate 4.3 cents/gallon tax on aviation fuel to the Air-
port and Airway Trust Fund. Byrd rule (b)(1)(A): Pro-
duces no change in outlays or revenues.

Following provisions are from the Simplification section of H.R. 2014

Sec. 909 .........

Sec. 910 .........
Sec. 931 .........

Sec. 954 .........

Sec. 976 .........

Sec. 1031(d) ...

Sec. 1223 ...... Due date for furnishing information to partners of large
partnerships. Byrd rule (b)(1)(A): Produces no change
in outlays or revenues.

Sec. 1283 ... Repeal of authority to disclose whether prospective juror
has been audited. Byrd rule (b)(1)(A): Produces no
change in outlays or revenues.

Sec. 1284 ....... Clarification of statute of limitations. Byrd rule (b)(1)(A):
Produces no change in outlays or revenues.

Sec. 1285 ...... Clarify procedures for administrative cost awards. Byrd
rule (b)(1)(A): Produces no change in outlays or reve-
nues.

Sec. 1310 ...... Adjustments for certain gifts made within three years of
decedent’s death. Byrd rule (b)(1)(A): Produces no
change in outlays or revenues.

Sec. 1314 ...... Authority to waive requirement of United States trustee for
qualified domestic trusts. Byrd rule (b)(1)(A): Produces
no change in outlays or revenues.

Sec. 1412 ... Authority to cancel or credit export bonds without submis-
sion of records. Byrd rule (b)(1)(A): Produces no change
in outlays or revenues.

Sec. 1413 ...... Repeal of required maintenance of records on premises of
distilled spirits plant. Byrd rule (b)(1)(A): Produces no
change in outlays or revenues.

Sec. 1415 ...... Repeal of requirement for wholesale dealers in liquor to
post sign. Byrd rule (b)(1)(A): Produces no change in
outlays or revenues.

Sec. 1417 ...... Use of additional ameliorating material in certain wines.
Byrd rule (b)(1)(A): Produces no change in outlays or
revenues.

Sec. 1420 ...... Authority to allow drawback on exported beer without sub-
mission of records. Byrd rule (b)(1)(A): Produces no
change in outlays or revenues.

Sec. 1431 ...... Authority for IRS to grant exemptions from excise tax reg-
istration requirements. Byrd rule (b)(1)(A): Produces no
change in outlays or revenues.

Sec. 1432 ...... Repeal of expired provisions. Byrd rule (b)(1)(A): Produces
no change in outlays or revenues.

Sec. 1444 ...... Repeal of expired provisions. Byrd rule (b)(1)(A): Produces
no change in outlays or revenues.

Sec. 1451 ...... Clarify Tax Court jurisdiction over interest determinations.
Byrd rule (b)(1)(A): Produces no change in outlays or
revenues.

Sec. 1503 ...... Elimination of paperwork burdens on plans. Byrd rule
(b)(1)(A): Produces no change in outlays or revenues.

Sec. 1510 ...... New technologies in retirement plans. Byrd rule (b)(1)(A):
Produces no change in outlays or revenues.

Sec. 1604(f)(3)  Coordination with tobacco industry settlement agreement.

Byrd rule (b)(1)(A): Produces no change in outlays or
revenues.

RAILROAD DEFICIT REDUCTION FUEL TAXES

Mr. CHAFEE. Unfortunately, | un-
derstand the Conference Agreement on
H.R. 2014 takes no action to equalize
the rate of deficit reduction fuel taxes
paid by the various modes of transpor-
tation. As the distinguished Chairman
of the Finance Committee and | have
discussed, an obvious inequity cur-
rently exists which requires that rail-
roads pay a 5.55 cents-per-gallon fuel
excise tax, while all other modes of
transportation pay no more than 4.3
cents-per-gallon for this purpose. In
fact, by transferring deficit reduction
taxes paid by other transportation
users, including truckers which com-
pete with the railroads, into trust
funds for infrastructure improvements,
we exacerbate the current inequity.
Railroads continue to contribute to
deficit reduction, while their competi-
tors instead contribute to their own in-
frastructure.
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If transportation is to be singled out
for deficit reduction, the burden of con-
tributing to a balanced budget should
be shared equally among all modes.
While | regret that no solution to this
problem was possible in this legisla-
tion, | hope you share my belief that
the fuel tax inequity imposed on the
Nation’s railroads must be remedied at
the earliest opportunity.

Mr. ROTH. As the Senator from
Rhode Island knows, I am deeply con-
cerned about the unfair situation faced
by railroads. While we were unable to
include a solution to this problem in
H.R. 2014, it is my hope that we will
have the opportunity to pursue such a
remedy as quickly as possible, perhaps
in the upcoming ISTEA reauthoriza-
tion legislation.

Mr. CHAFEE. Let me express my ap-
preciation to the Chairman, Senator
RoOTH, for his interest in this important
issue. | look forward to working with
him on this matter during the upcom-
ing ISTEA legislation.

PUERTO RICO TAX INCENTIVES

Mr. D’AMATO. Mr. President, |
joined with Senators MOYNIHAN,
Chafee, HATCH, GRAHAM, and BREAUX
recently in introducing S. 906, which
would provide job creation incentives
for our fellow 3.8 million American
citizens in Puerto Rico. | am dis-
appointed that these incentives were
not included in the bill before us today,
H.R. 2014, the Taxpayers Relief Act.

S. 906 had the unified support of the
public and private sectors in Puerto
Rico, was endorsed by the President,
and has received bipartisan support in
Congress. It was my goal to include
this job creation incentive in today’s
legislation. But because of extreme
economic constraints on available re-
sources, this was not possible.

As a result of the changes made to
tax incentives affecting Puerto Rico in
1993 and 1996, Puerto Rico has no Fed-
eral economic incentives to attract
new businesses or jobs. Further, exist-
ing U.S. companies operating on the is-
land have little incentive to make new
investments or replace depreciating
plant and equipment. This is inequi-
table and should be changed. Our fellow
citizens in Puerto Rico, where there is
an unemployment rate more than
twice the national average, and well
over 50 percent of its population living
below the poverty line, can least afford
to suffer economic setbacks.

Mr. President, | urge the Senate to
consider S. 906, or other incentives for
economic growth in Puerto Rico at the
first available opportunity. This legis-
lation provides a wage-based tax credit
that encourages U.S. companies to stay
and expand on the island.

We cannot wait until the damage is
done. Puerto Rican Americans, no less
than Americans living in the States,
should be receiving the benefits of eco-
nomic growth and job creation that the
Taxpayer Relief Act provides to so
many others.

Mr. BROWNBACK. Mr. President, |
rise to make a few remarks on the tax
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cut package being considered before us
today.

Not since 1981 have we been able to
offer the American people as com-
prehensive a tax relief package as we
are offering in this tax bill. Through
this historic tax bill we will offer
American families much needed tax re-
lief in the form of $500 per child tax
credit, capital gains tax rate cuts, as
well as an increase in the unified credit
exemption for death taxes. Families
will also be able to save through tax re-
lief for education expenses.

But this is just the beginning.

Cutting taxes and shrinking govern-
ment spending are two things that will
help to remove the obstacles that im-
pede the progress of our economy. We
must continue to cut taxes even more.

Current estimates by the Congres-
sional Budget Office place our deficit
this year around $45 billion. With a ro-
bust economy and continually declin-
ing deficits we could easily reach a bal-
anced budget next year—we might even
go into surplus for the first time in
well over a generation—something that
would truly make this budget deal his-
toric.

In the spending portion of the budget
deal the Administration has stated
that the amounts agreed to are enough
for the operation of the federal govern-
ment. Although | believe that we need
to reduce the size of the federal govern-
ment even further.

We have a deal that limits govern-
ment, we cannot and should not let
government grow beyond what we have
agreed to here today when revenues ex-
ceed the costs of the operation of the
federal government.

The question is now upon us as to
what we should do next—what we
should do after having achieved the
goals so boldly outlined just three
short years ago. The debate is no
longer about whether we should bal-
ance the budget or not—it’s not about
whether we should cut taxes or not—we
have done those things. The debate be-
fore us is now in terms of a more lim-
ited government with lower taxes. The
next question is now that we have
agreed on the acceptable size of gov-
ernment what should we do next.

The short answer is we must con-
tinue to cut taxes.

Surpluses that are generalized either
next year or five years from now must
be used for further tax reduction. We
must make it clear that our priority is
to provide Americans with as much tax
relief as possible—and using surpluses
to provide additional tax relief makes
that priority clear. Cutting taxes will
continue to fuel the economy and will
further unleash the potential of our
economy to perform at full speed. For
too long the Congress has worked to
hinder the functioning of our economy
by imposing a multilayered tax system
that punishes success more than it re-
wards it.

We must continue to cut taxes and to
make that our priority as we move into
the next century.
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Currently, whenever revenues come
into the Treasury higher than esti-
mated the revenues automatically go
to deficit reduction and will eventually
contribute to paying down the Federal
debt once we are running a surplus.

| believe that it is critical that we
continue to eliminate the deficit and
pay down the debt—but we must do
that in the context of lower taxes for
the American people. We can do both—
we can provide the American taxpayers
with much needed tax relief and pay
down the debt by allocating excess rev-
enues to both tax reduction and debt
reduction. But we must be vigilant in
ensuring that excess revenues do not
go to more Government spending; they
must go to tax cuts and debt reduction
alone.

We must continue to limit the size,
scope, and intrusiveness of the Federal
Government. We must further limit
Government and force its shrinkage
through a continuing effort to cut
taxes.

And when we cut the size of Govern-
ment further we must return the
money to the taxpayers who have been
forced to subsidize its woefully ineffi-
cient operations for much of this cen-
tury. The taxpayers deserve a break.

Now, however, we must reject any
notions of relaxing at having com-
pleted this historic budget deal. Rath-
er, we must pick up again, and begin
again, fighting for more tax relief,
more tax cuts, and a smaller, less in-
trusive Federal Government.

The American people have said they
want these things—now we must bind
ourselves to provide those things—it
would be irresponsible to do otherwise.

Thank you Mr. President, | yield the
floor.

Mr. BOND. Mr. President, | rise
today in support of H.R. 2014, the Reve-
nue Reconciliation Act of 1997. This
conference report is the product of
months of effort by Members of the
Senate as well as our colleagues in the
other body and representatives of the
administration. This legislation also
represents the first real tax cut for the
American people in over a decade.
Today, Americans are bearing an enor-
mous burden when it comes to income
taxes. According to a recent study by
the Tax Foundation, the per capita
Federal tax burden has increased 36.5
percent since 1992 and 57.5 percent
since 1988, largely because of the sever-
ity of the administration’s 1993 tax in-
crease.

In simple terms, the tax burden on
Americans today is too high. Many
Americans now pay more in taxes than
they do for food, clothing, and housing
combined. This bill takes a positive
step toward easing that burden in an
effort to let the hard-working men and
women in this country keep more of
the money they earn.

While the provisions of this bill re-
duces taxes in a variety of ways, | want
to focus on two important groups who
will benefit the most from this legisla-
tion—our American families and the
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millions of small businesses across the
Nation.
FAMILY TAX RELIEF

Family tax relief is a critical part of
the conference report that we consider
today. The child tax credit has long
been a Republican priority, and as a re-
sult of this bill, it is now a reality. Be-
ginning in 1998, families will be able to
claim a $400 credit per child, which will
increase to $500 beginning in 1999. In
addition, by making the credit avail-
able for children under age 17, we help
many families when they need it the
most. As a parent, | can attest to the
fact that the costs of raising a child ex-
plode during the teenage years, and
through this bill millions of parents
will not have to struggle so much to
meet those higher expenses.

The availability of this credit will
benefit more than 43 million children
and their families. In fact, the Joint
Economic Committee estimates that a
married couple in my State of Missouri
who earn $30,000 a year and have two
children will see their Federal tax bur-
den cut in half. That means that those
families will be able to keep signifi-
cantly more of their hard-earned in-
come and use it to put food on the
table rather than subsidizing the huge
Federal bureaucracy.

On the education front, the Revenue
Reconciliation Act provides relief for
millions of students seeking to better
themselves and learn a trade or other
profession. The bill establishes the
Hope Scholarship and the Lifetime
Learning tax credits, which will offset
some of the high costs that families
must bear to continue their children’s
education after high school.

In addition, this legislation will ben-
efit nearly 5 million students through
tuition tax relief in the form of State-
sponsored prepaid tuition programs
and new educational IRA’s. These pro-
grams will allow parents to contribute
to education savings accounts for a
child beginning at an early age. As
those contributions grow tax-free, a
fund will be created to pay for tuition,
room and board, and related expenses
when the child goes to a qualifying col-
lege or vocational school.

For many students, however, higher
education is only possible if they fi-
nance all or part of the expense
through student loans. Unfortunately,
after accumulating 4 years of such
loans, these students often graduate
into starting positions and large
monthly loan payments. | am very
pleased that this bill will assist over 7
million students in this situation by
restoring a tax deduction for interest
paid on student loans. This provision
will help today’s student who will not
have had the benefit of the long-term
educational savings accounts created
under the bill, and it will recognize the
responsibility and commitment that
they undertook to achieve their higher
education goals.

While this bill provides important
tax relief for families with children and
for young adults expanding their edu-
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cation, it also helps those planning for
their retirement years. The bill reduces
the limitations on individual retire-
ment accounts and will enable more
Americans to use IRA’s to save for
their retirement. The legislation will
also encourage both spouses to save for
retirement by permitting a nonwork-
ing spouse to contribute to an IRA re-
gardless of whether the working spouse
participates in a pension plan. These
changes will not only ensure greater
retirement security, but will also bol-
ster our national savings rate, which is
now one of the lowest among industri-
alized nations.
SMALL BUSINESS TAX RELIEF

Mr. President, as the chairman of the
Committee on Small Business, | am
very pleased that this legislation
makes great strides for reducing the
enormous tax burdens on the small
businesses in this country. According
to the Small Business Administration,
small firms in this country employ 53
percent of the private work force, con-
tribute 47 percent of all sales in the
country, and are responsible for 50 per-
cent of the private gross domestic
product. In addition, industries domi-
nated by small businesses produced an
estimated 75 percent of the 2.5 million
new jobs created in 1995.

In recognition of the important role
that small entrepreneurs play in this
country today, the Revenue Reconcili-
ation Act contains several provisions
that will help level the playing field for
small businesses and encourage their
continued growth and development.
First and most important, the bill in-
creases the deductibility of health in-
surance for the self-employed to 100
percent. This is truly a landmark vic-
tory for small entrepreneurs. For the
first time, this legislation recognizes
that self-employed business owners are
entitled to the same tax treatment
with respect to the deductibility of
their health insurance costs as their
large competitors have received for
many years.

Earlier this year, | introduced legis-
lation that would provide full deduct-
ibility of health insurance for the self-
employed beginning this year. While |
am disappointed that it will take 10
years under this bill to reach full de-
ductibility, we are finally on the right
path. Now we can turn our attention to
realizing that 100 percent level at the
earliest possible date. Greater deduct-
ibility will help the 5.1 million unin-
sured self-employed individuals and
their 1.4 million children to have great-
er access to health insurance. It will
also help the self-employed who are al-
ready insured to maintain the cost of a
single person health-insurance policy,
which in most cases is substantially
more expensive than a group insurance
policy.

A second major victory for home-
based businesses is the restoration of
the home-office deduction, which is a
major goal of the Home-Based Business
Act that | introduced earlier this year.
For too long home-based businesses
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have borne the inequality created by
the Soliman decision, which radically
limited the home-based businesses that
could claim the deduction. Even more
troubling is the fact that many home-
based businesses that would arguably
meet the current criteria for the deduc-
tion never claim it for fear of trigger-
ing an IRS audit. This bill puts home-
based businesses on an equal footing
with their larger competitors and
clears the way for the continued suc-
cess of these important entrepreneurs.
I am also pleased that we are able to
provide a significant reduction in the
estate tax for family owned businesses
and farms. With less than one-third of
family owned businesses currently
being passed on to a second generation,
and only about one-eighth passed to a
third generation, estate tax reform for
family owned businesses and farms is
urgently needed. This legislation will
provide a $1.3 million exclusion from
estate tax for these family owned en-
terprises. In addition, the bill will in-
crease the individual estate tax credit
to $1 million by 2006. The result will
not only be the preservation of many
successful family owned businesses and
farms that would otherwise have to be
sold in order to pay the Federal Gov-
ernment, but it will also preserve the
millions of jobs that these enterprises
contribute to our local communities.
Small businesses will also benefit
from the capital gains provisions in the
bill. My committee has heard on many
occasions that small businesses need
greater access to capital. | can think of
no better way to address that need
than by opening up the billions of dol-
lars of built-in gains that currently ex-
ists in our economy, which the capital
gains tax reduction is expected to
unleash. Small companies will also
have greater capital access through the
provisions in the bill that will allow
tax-free rollover of gains from an in-
vestment in qualified small business
stock into an investment in another
qualified small business. This provision
will foster investments in small busi-
nesses and encourage existing investors
to repeat their success stories by roll-
ing over their gains into new start-up
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limited partnerships and limited liabil-
ity companies, can rest easy as a result
of the moratorium included in the bill
that will prevent the IRS from finaliz-
ing its proposed stealth tax regulation
before July 1, 1998. This proposed regu-
lation purports merely to define who is
a limited partner. But in reality, the
rule will raise taxes on millions of lim-
ited partners by regulatory fiat. The
Constitution vests the power to impose
taxes in Congress, and Congress alone.
The moratorium included in this bill
will stop the IRS from usurping that
power and give Congress an oppor-
tunity to exercise its authority to find
a statutory solution.

Finally, small business will have ex-
tended protection from IRS penalties
under this legislation as a result of the
6-month extension of the penalty-free
period for small businesses subject to
the Electronic Federal Tax Payment
System [EFTPS]. This past June, the
IRS agreed to waive penalties through
December 31, 1997, on small businesses
who are required to pay their taxes
electronically starting on July 1, 1997.
The bill extends the penalty-free period
through June 30, 1998, and will ensure
that small firms will not be penalized
if errors or problems occur. In addition,
it will give Congress time to enact the
legislation, which Senator NICKLES in-
troduced and | have cosponsored, that
would make EFTPS voluntary for most
small businesses.

Mr. President, despite the many posi-
tive provisions in this bill for small
business, there is one glaring omis-
sion—a safe harbor for independent
contractors. The need for such a provi-
sions was made clear by the 2,000 dele-
gates to the 1995 White House Con-
ference on Small Business who named
it the most important issue for the
President and the Congress to address.
For too long millions of entrepreneurs
and businesses that hire them have
lived in constant fear that the IRS will
use its now infamous 20-factor test to
find that a worker was misclassified to
the tune of thousands of dollars in
back taxes, interest, and penalties, not
to mention the enormous costs of ac-
countants and attorneys necessary to
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enforce the tax laws. The problem in
this case is that the IRS is using a pro-
cedure that is patently unfair and is
doing so on an increasingly frequent
basis. It is time for companies, work-
ers, and most especially the IRS, to
have clear rules for determining the
status of workers.

The legislation that | introduced ear-
lier this year reaches that goal through
a general safe harbor based on clear,
objective criteria and a bar against ret-
roactive reclassification of workers by
the IRS. | remain committed to work-
ing with those on all sides of this issue
to find an answer to this critical prob-
lem, and | call on my colleagues on
both sides of the aisle to join with me
in that endeavor. Let’s end the envi-
ronment of fear in which small busi-
nesses and self-employed individuals
now must live. They should be able to
spend less time looking over their
shoulder for an IRS audit, and more
time doing what they do best—contrib-
uting to the growth and strength of our
economy and creating much-needed
jobs.

Mr. President, the Revenue Rec-
onciliation Act that we consider today
will help Americans in so many ways,
from raising children and educating
them to helping small businesses con-
tinue to be the economic engine of this
country. In addition, it is the culmina-
tion of so many of the efforts that we
began more than 2 years ago to bring
meaningful tax relief to hard-working
Americans across this country. | urge
all of my colleagues to support this im-
portant legislation.

Mr. ROTH. Mr. President, | ask unan-
imous consent that the distribution ta-
bles for 1998-2002 on the conference re-
port to H.R. 2014, the Taxpayer Relief
Act of 1997, as prepared by the Joint
Committee on Taxation be printed in
the RECORD.

The distribution tables show that the
Taxpayer Relief Act of 1997 is a sub-
stantial tax cut for America’s over-
taxed middle-income families.

companies. fight the IRS. There being no objection, the tables
Additionally, millions of limited No one disputes that the IRS has a were ordered to be printed in the
partners, many of whom work in small duty to collect Federal revenues and to RECORD, as follows:
DISTRIBUTIONAL EFFECTS OF THE CONFERENCE AGREEMENT ON THE REVENUE PROVISIONS® OF H.R. 2014
[Calendar year 1998]
Change in federal taxes3 Federal taxes3 under Federal taxes3 under pro- Effective tax rate (per-
— 4
Income category 2 — present law cent;

Millions Percent Billions Percent Billions Percent Present law Proposal
Less than $10,000 —$26 05 $5 04 $5 04 54 54
10,000 to 20,000 ~1870 ~59 31 25 30 24 85 79
20,000 to 30,000 —3477 —49 70 56 67 54 137 130
30,000 to 40,000 — 4,244 -43 98 78 93 76 165 15.8
40,000 to 50,000 -3372 -33 103 8.2 9 8.1 17.7 171
50,000 to 75,000 —6,628 —26 251 200 244 199 202 196
75,000 to 100,000 3,242 17 193 154 189 154 231 226
100,000 to 200,000 -178 -01 251 20.0 251 204 25.1 2438
200,000 and over 1,076 04 251 200 252 205 302 286

Total, all taxpayers

—21,961 —-18

1,253 100.0 1,231 100.0 20.7 20.1

(1) Includes child credit, capital gains reform, education incentives, IRA expansion, self-employed health deduction increase, EIC reduction, individual AMT depreciation conformity and relief for farmers, and air travel taxes attributable

to personal travel. Does not include increases in the cigarette excise tax.

(2) The income concept used to place tax returns into income categories is adjusted gross income (AGI) plus: [1] tax-exempt interest, [2] employer contributions for health plans and life insurance, [3] employer share of FICA tax, [4]
worker's compensation, [5] nontaxable social security benefits, [6] insurance value of Medicare benefits, [7] alternative minimum tax preference items, and [8] excluded income of U.S. citizens living abroad. Categories are measured at

1997 levels.

(3) Federal taxes are equal to individual income tax (including the outlay portion of the EIC), employment tax (attributed to employees), and excise taxes (attributed to consumers). Corporate income tax is not included due to uncertainty
concerning the incidence of the tax. Individuals who are dependents of other taxpayers and taxpayers with negative income are excluded from the analysis.
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(4) The effective tax rate is equal to Federal taxes described in footnote (3) divided by: income described in footnote (2) plus additional income attributable to the proposal.
Source: Joint Committee on Taxation.
Detail may not add to total due to rounding.

DISTRIBUTIONAL EFFECTS OF THE CONFERENCE AGREEMENT ON THE REVENUE PROVISIONS * OF H.R. 2014

[Calendar year 1999]

Change in federal taxes3

Federal taxes3 under Federal taxes3 under pro-

Effective tax rate (per-

Income category 2 present law posal cent) 4
Milions Percent Billions Percent Billions Percent Present law Proposal

Less than $10,000 —$33 -07 $5 04 $5 04 5.7 5.6
10,000 to 20,000 —2,051 —65 32 24 29 2.3 8.3 78
20,000 to 30,000 —3,955 —-55 72 5.5 69 5.4 136 12.9
30,000 to 40,000 —5,088 —50 101 7.7 96 75 16.5 15.6
40,000 to 50,000 —4,115 -39 107 8.1 102 8.0 175 16.8
50,000 to 75,000 —8,255 —32 259 19.8 251 19.6 20.0 19.3
75,000 to 100,000 —4,358 —-21 204 15.6 200 15.6 230 224
100,000 to 200,000 —1,101 —04 264 20.2 263 20.6 251 24.7
200,000 and over —1,893 -0.7 264 20.2 262 20.5 30.2 28.7

Total, all taxpayers —$30,850 —24 1,309 100.0 1,278 100.0 20.6 20.0

(1) Includes child credit, capital gains reform, education incentives, IRA expansion, self-employed health deduction increase, EIC reduction, individual AMT depreciation conformity and relief for farmers, and air travel taxes attributable
to personal travel. Does not include increases in the cigarette excise tax.

(2) The income concept used to place tax returns into income categories is adjusted gross income (AGI) plus: [1] tax-exempt interest, [2] employer contributions for health plans and life insurance, [3] employer share of FICA tax, [4]
workerl’s clompensation, [5] nontaxable social security benefits, [6] insurance value of Medicare benefits, [7] alternative minimum tax preference items, and [8] excluded income of U.S. citizens living aboard. Categories are measured at
1997 levels.

(3) Federal taxes are equal to individual income tax (including the outlay portion of the EIC), employment tax (attributed to employees), and excise taxes (attributed to consumers). Corporate income tax is not included due to uncertainty
concerning the incidence of the tax. Individuals who are dependents of other taxpayers and taxpayers with negative income are excluded from the analysis.

(4) The effective tax rate is equal to Federal taxes described in footnote (3) divided by: income described in footnote (2) plus additional income attributable to the proposal.

Source: Joint Committee on Taxation.
Detail may not add to total due to rounding.

DISTRIBUTIONAL EFFECTS OF THE CONFERENCE AGREEMENT ON THE REVENUE PROVISIONS * OF H.R. 2014
[Calendar year 2000]

Federal taxes3 under

Change in federal taxes3

Federal taxes® under pro-

Effective tax rate (per-

Income category 2 present law posal cent) 4
Millions Percent Billions Percent Billions Percent Present law  Proposal

Less than $10,000 —$40 -08 $5 0.4 $5 0.4 5.8 5.7
10,000 to 20,000 —2,143 —6.7 32 23 30 22 83 1.7
20,000 to 30,000 —4,075 —55 %5 54 71 53 136 128
30,000 to 40,000 —5,189 —49 105 7.7 100 75 16.4 156
40,000 to 50,000 —4,152 —38 110 8.1 106 7.9 175 16.8
50,000 to 75,000 —8,197 -31 267 194 258 193 19.7 191
75,000 to 100,000 —4,482 -21 218 15.9 213 15.9 228 223
100,000 to 200,000 —1,096 —-04 280 204 278 208 25.0 247
200,000 and over —2439 -09 2719 204 211 20.7 30.2 287

Total, All Taxpayers —31,812 -23 1371 100.0 1,339 100.0 20.6 20.0

(1) Includes child credit, capital gains reform, education incentives, IRA expansion, self-employed health deduction increase, EIC reduction, individual AMT depreciation conformity and relief for farmers, and air personal travel taxes at-
tributable to personal travel. Does not include increase in the cigarette excise tax.

(2) The income concept used to place tax returns into income categories is adjusted gross income (AGI) plus: [1] tax-exempt interest, [2] employer contributions for health plans and life insurance, [3] employer share of FICA tax, [4]
worker’s compensation, [5] nontaxable social security benefits, [6] insurance value of Medicare benefits, [7] alternative minimum tax preference items, and [8] excluded income of U.S. citizens living aboard. Categories are measured at
1997 levels.

(3) Federal taxes are equal to individual income tax (including the outlay portion of the EIC), employment tax (attributed to employees), and excise taxes (attributed to consumers). Corporate income tax is not included due to uncertainty
concerning the incidence of the tax. Individuals who are dependents of other taxpayers and taxpayers with negative income are excluded from the analysis.

(4) The effective tax rate is equal to Federal taxes described in footnote (3) divided by: income described in footnote (2) plus additional income attributable to the proposal.

Source: Joint Committee on Taxation.
Detail may not add to total due to rounding.

DISTRIBUTIONAL EFFECTS OF THE CONFERENCE AGREEMENT ON THE REVENUE PROVISIONS * OF H.R. 2014

[Calendar year 2001]

Change in federal taxes3

Federal taxes3 under Federal taxes3 under pro-

Effective tax rate (per-

Income category 2 present law posal cent) 4
Millions Percent Billions Percent Billions Percent Present law Proposal

Less than $10,000 —$52 -10 $5 04 $5 04 5.8 58
10,000 to 20,000 —2395 —74 32 2.2 30 2.1 8.3 7.7
20,000 to 30,000 —4,359 —-56 7 54 73 5.2 135 128
30,000 to 40,000 —5,359 —49 109 7.6 104 74 16.4 15.6
40,00